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INDEPENDENT AUDITOR’S REPORT

Board of Directors
Cinco Municipal Utility District No. 7
Fort Bend County, Texas

We have audited the accompanying financial statements of the governmental activities and each major
fund of Cinco Municipal Utility District No. 7 (the “District™), as of and for the year ended September 30,
2019, and the related notes to the financial statements, which collectively comprise the District’s basic
financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the District’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

Member of
American Institute of Certified Public Accountants
Texas Society of Certified Public Accountants



Board of Directors
Cinco Municipal Utility District No. 7

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and each major fund of the District as of
September 30, 2019, and the respective changes in financial position for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s
Discussion and Analysis and the Schedule of Revenues, Expenditures, and Changes in Fund Balance —
Budget and Actual — General Fund be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the District’s basic financial statements. The supplementary information required by the Texas
Commission on Environmental Quality as published in the Water District Financial Management Guide
is presented for purposes of additional analysis and is not a required part of the basic financial statements.
Such information is the responsibility of management and was derived from and relates directly to the
underlying accounting and other records used to prepare the basic financial statements. The
supplementary information, excluding that portion marked “Unaudited” on which we express no opinion
or provide any assurance, has been subjected to the auditing procedures applied in the audit of the basic
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America. In our opinion, the
information is fairly stated, in all material respects, in relation to the basic financial statements as a whole.

MGl Diloon Suseddund Lot PLLC

McCall Gibson Swedlund Barfoot PLLC
Certified Public Accountants
Houston, Texas

December 19, 2019



CINCO MUNICIPAL UTILITY DISTRICT NO. 7
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED SEPTEMBER 30, 2019

Management’s discussion and analysis of Cinco Municipal Utility District No. 7’s (the
“District”) financial performance provides an overview of the District’s financial activities for
the fiscal year ended September 30, 2019.

USING THIS ANNUAL REPORT

This annual report consists of a series of financial statements. The basic financial statements
include: (1) combined fund financial statements and government-wide financial statements and
(2) notes to the financial statements. The combined fund financial statements and government-
wide financial statements combine both: (1) the Statement of Net Position and Governmental
Funds Balance Sheet and (2) the Statement of Activities and Governmental Funds Statement of
Revenues, Expenditures and Changes in Fund Balances. This report also includes required and
other supplementary information in addition to the basic financial statements.

GOVERNMENT-WIDE FINANCIAL STATEMENTS

The District’s annual report includes two financial statements combining the government-wide
financial statements and the fund financial statements. The government-wide financial
statements provide both long-term and short-term information about the District’s overall status.
Financial reporting at this level uses a perspective similar to that found in the private sector with
its basis in full accrual accounting and elimination or reclassification of internal activities.

The Statement of Net Position includes all of the District’s assets, liabilities, and, if applicable,
deferred inflows and outflows of resources with the difference reported as net position. Over
time, increases or decreases in net position may serve as a useful indicator of whether the
financial position of the District as a whole is improving or deteriorating. Evaluation of the
overall health of the District would extend to other non-financial factors.

The Statement of Activities reports how the District’s net position changed during the current
fiscal year. All current year revenues and expenses are included regardless of when cash is
received or paid.

FUND FINANCIAL STATEMENTS

The combined statements also include fund financial statements. A fund is a grouping of related
accounts that is used to maintain control over resources that have been segregated for specific
activities or objectives. The District has two governmental fund types. The General Fund
accounts for resources not accounted for in another fund, customer service revenues, operating
costs and general expenditures. The Debt Service Fund accounts for ad valorem taxes and
financial resources restricted, committed or assigned for servicing bond debt and the cost of
assessing and collecting taxes.



CINCO MUNICIPAL UTILITY DISTRICT NO. 7
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED SEPTEMBER 30, 2019

FUND FINANCIAL STATEMENTS (Continued)

Governmental funds are reported in each of the financial statements. The focus in the fund
statements provides a distinctive view of the District’s governmental funds. These statements
report short-term fiscal accountability focusing on the use of spendable resources and balances of
spendable resources available at the end of the year. They are useful in evaluating annual
financing requirements of the District and the commitment of spendable resources for the near-
term.

Since the government-wide focus includes the long-term view, comparisons between these two
perspectives may provide insight into the long-term impact of short-term financing decisions.
The adjustments columns, the Reconciliation of the Governmental Funds Balance Sheet to the
Statement of Net Position and the Reconciliation of the Governmental Funds Statement of
Revenues, Expenditures and Changes in Fund Balances to the Statement of Activities explains
the differences between the two presentations and assists in understanding the differences
between these two perspectives.

NOTES TO THE FINANCIAL STATEMENTS

The accompanying notes to the financial statements provide information essential to a full
understanding of the government-wide and fund financial statements.

OTHER INFORMATION

In addition to the financial statements and accompanying notes, this report also presents certain
required supplementary information (“RSI”). A budgetary comparison schedule is included as
RSI for the General Fund.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net position may serve over time as a useful indicator of the District’s financial position. In the
case of the District, assets and deferred outflows of resources exceeded liabilities by $4,696,714
as of September 30, 2019. A portion of the District’s net position reflects its net investment in
capital assets (water, wastewater and drainage facilities, less any debt used to acquire those
assets that is still outstanding). The following is a comparative analysis of government-wide
changes in net position:



CINCO MUNICIPAL UTILITY DISTRICT NO. 7
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED SEPTEMBER 30, 2019

GOVERNMENT-WIDE FINANCIAL ANALYSIS (Continued)

Summary of Changes in the Statement of Net Position

Change
Positive
2019 2018 (Negative)
Current and Other Assets $ 2,841,079 $ 2,699,460 $ 141,619
Capital Assets (Net of Accumulated
Depreciation) 3,761,109 3,927.521 (166,412)
Total Assets 3 6,602,188 $ 6,626,981 $ (24,793)
Deferred Outflows of Resources $ 46,831 $ 60,763 $ (13,932)
Bonds Payable $ 1,745,841 $ 2,391,443 $ 645,602
Other Liabilities 206,464 156,530 (49,934)
Total Liabilities $ 1,952,305 $ 2,547,973 $ 595.668
Net Position:
Net Investment in Capital Assets $ 2,062,099 $ 1,596,841 $ 465,258
Restricted 215,299 197,849 17,450
Unrestricted 2,419.316 2,345,081 74,235
Total Net Position $ 4,696,714 3 4,139,771 $ 556,943

The following table provides a summary of the District’s operations for the years ended
September 30, 2019, and September 30, 2018. The District’s net position increased by $556,943.

Summary of Changes in the Statement of Activities

Change
Positive
2019 2018 (Negative)
Revenues:
Property Taxes $ 1,656,441 $ 1,795,182 $ (138,741)
Charges for Services 1,601,404 1,557,089 44315
Other Revenues 104,936 64,065 40,871
Total Revenues $ 3,362,781 $ 3,416,336 $ (53,555)
Expenses for Services 2.805.838 3.196.342 390,504
Change in Net Position $ 556,943 $ 219,994 3 336,949
Net Position, Beginning of Year 4,139,771 3,919,777 219,994

Net Position, End of Year $ 4.696,714 $ 4,139,771 $ 556,943




CINCO MUNICIPAL UTILITY DISTRICT NO. 7
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED SEPTEMBER 30, 2019

FINANCIAL ANALYSIS OF THE DISTRICT’S GOVERNMENTAL FUNDS

The District’s combined fund balances as of September 30, 2019, were $2,632,123, an increase
of $88.645 from the prior year.

The General Fund fund balance increased by $73,992, primarily due to property tax revenues and
service revenues exceeding operating and administrative costs.

The Debt Service Fund fund balance increased by $14.653, primarily due to the structure of the
District’s debt service requirements.

GENERAL FUND BUDGETARY HIGHLIGHTS

The Board of Directors adopted an unappropriated budget for the current fiscal year. Actual
revenues were $79,790 more than budgeted revenues primarily due to higher than anticipated
service revenues and investment revenues. Actual expenditures were $59.888 more than
budgeted expenditures primarily due to higher than anticipated payments to the Master District,
repairs and maintenance costs, and contracted services.

CAPITAL ASSETS

Capital assets as of September 30, 2019, total $3,761,109 (net of accumulated depreciation) and
include the water, wastewater, and drainage facilities.

Capital Assets At Year-End, Net of Accumulated Depreciation

Change
Positive
2019 2018 (Negative)
Capital Assets, Net of Accumulated
Depreciation:
Water System $ 752,266 $ 784,668 $ (32,402)
Wastewater System 1,461,074 1,528,272 (67,198)
Drainage System 1,547,769 1,614,581 (66.812)
Total Net Capital Assets $ 3,761,109 $ 3,927,521 $ (166,412)




CINCO MUNICIPAL UTILITY DISTRICT NO. 7
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED SEPTEMBER 30, 2019

LONG-TERM DEBT ACTIVITY

As of September 30, 2019, the District had total bond debt payable of $1,745,000. The changes
in the debt position of the District during the fiscal year ended September 30, 2019, are
summarized as follows:

Bond Debt Payable, October 1, 2018 $ 2,390,000
Less: Bond Principal Paid 645,000
Bond Debt Payable, September 30, 2019 $ 1,745,000

The District has an underlying rating of “A”. The District's Series 2010 Refunding Bonds carry
an insured rating of “AA” by virtue of bond insurance issued by Assured Guaranty Corp. The
above ratings are as of September 30, 2019 and include any changes as of year-end.

CONTACTING THE DISTRICT’S MANAGEMENT

This financial report is designed to provide a general overview of the District’s finances.
Questions concerning any of the information provided in this report or requests for additional
information should be addressed to Cinco Municipal Utility District No. 7, ¢/o Allen Boone
Humphries Robinson LLP, 3200 Southwest Freeway, Suite 2600, Houston, Texas 77027.



CINCO MUNICIPAL UTILITY DISTRICT NO. 7

GOVERNMENTAL FUNDS BALANCE SHEET
SEPTEMBER 30, 2019

ASSETS

Cash

Investments

Receivables:
Property Taxes
Service Accounts
Other

Due from Other Funds

Joint Wastewater Treatment Plant Operating Advance

STATEMENT OF NET POSITION AND

Capital Assets (Net of Accumulated Depreciation)

TOTAL ASSETS

DEFERRED OUTFLOWS OF RESOURCES
Deferred Charges on Refunding Bonds

TOTAL ASSETS AND DEFERRED OUTFLOWS

OF RESOURCES

Debt
General Fund Service Fund
$ 213,756 $
1,850,124 222,856
1,157 4,370
233.696
792
8.612
314,328
$ 2,622,465 $ 227226
$ -0~ $ -0-
$  2.622,465 $ 227,226

The accompanying notes to the financial
statements are an integral part of this report.

-8 -



Statement of

Total Adjustments Net Position
213,756 $ $ 213,756
2,072,980 2,072,980
5.527 5,527
233,696 233,696
792 792

8,612 (8,612)

314,328 314,328
3,761,109 3,761,109
2,849,691 $ 3,752,497 § 6,602,188
-0 - $ 46,831 $ 46,831
2,849,691 $ 3,799,328 $  6.649.019

The accompanying notes to the financial
statements are an integral part of this report.

-9.



CINCO MUNICIPAL UTILITY DISTRICT NO. 7
STATEMENT OF NET POSITION AND

GOVERNMENTAL FUNDS BALANCE SHEET

SEPTEMBER 30, 2019

LIABILITIES

Accounts Payable

Accrued Interest Payable

Due to Other Funds

Security Deposits

Long-Term Liabilities:
Bonds Payable, Due Within One Year
Bonds Payable, Due After One Year

TOTAL LIABILITIES

DEFERRED INFLOWS OF RESOURCES
Property Taxes

FUND BALANCES
Nonspendable:
Operating Advance
Restricted for Debt Service
Restricted for Contract Debt Service
Unassigned

TOTAL FUND BALANCES

TOTAL LIABILITIES, DEFERRED INFLOWS
OF RESOURCES AND FUND BALANCES

NET POSITION
Net Investment in Capital Assets

Restricted for Debt Service
Unrestricted

TOTAL NET POSITION

The accompanying notes to the financial

General Fund

Debt
Service Fund

$ 193,324 $ 280
8.612

9,825
$ 203,149 $ 8,892
$ 1,157 $ 4,370

$ 314,328 $

197,981
15,983

2,103,831
$ 2.418.159 $ 213,964
$ 2,622,465 $ 227,226

statements are an integral part of this report.

- 10 -



Statement of

Total Adjustments Net Position
193,604 $ $ 193,604
3,035 3,035
8,612 (8,612)
9,825 ' 9,825
665,000 665,000
1,080,841 1,080,841

212,041 $ 1,740,264 $ 19527305

5527 $ (5527) $  -0-

314,328 $ (314,328) $

197,981 (197.981)
15,983 (15,983)
2,103,831 (2,103.831)

2,632,123 $  (2632,123) $  -0-

2,849,691

$ 2,062,099 $ 2,062,099
215,299 215,299
2,419.316 2,419,316

$ 4,696,714 $ 4,696,714

The accompanying notes to the financial
statements are an integral part of this report.

- 11 -



CINCO MUNICIPAL UTILITY DISTRICT NO. 7

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET

TO THE STATEMENT OF NET POSITION
SEPTEMBER 30, 2019

Total Fund Balances - Governmental Funds

Amounts reported for governmental activities in the Statement of Net Position are
different because:

Interest paid in advance as part of a refunding bond sale is recorded as a deferred
outflow of resources in the governmental activities and systematically charged to
interest expense over the remaining life of the new debt or the old debt, whichever
is shorter.

Capital assets used in governmental activities are not current financial resources
and, therefore, are not reported as assets in the governmental funds.

Deferred inflows of resources related to property tax revenues for the 2018 and
prior tax levies became part of recognized revenue in the governmental activities of
the District.

Long-term liabilities are not due and payable in the current period and, therefore,
are not reported as liabilities in the governmental funds. These liabilities at year end
consist of:

Accrued Interest Payable $ (3,03%5)

Bonds Payable (1,745,841)

Total Net Position - Governmental Activities

The accompanying notes to the financial
statements are an integral part of this report.

212 -

$

2,632,123

46,831

3.761.109

5,527

(1,748.,876)

$

4,696,714































































































































